Debates about the economic contribution of migrants in New Zealand typically focus on migrants' contribution towards addressing skill shortages. But migration may make another, more subtle, contribution to the New Zealand economy. Through their ability to speak languages, navigate legal systems, and draw on social and commercial networks in their origin countries, migrants can potentially reduce barriers to international trade. The same reasoning applies to New Zealanders overseas. Migrants and the diaspora could together increase New Zealand's links with global markets.
Introduction
Almost a quarter of all New Zealanders are overseas-born 1 , which is one of the highest migrant concentrations in the OECD. Policy discussions of the benefits of migration to the New Zealand economy typically emphasise migrants' role in relieving skills shortages. These effects are relatively easily measured through, for instance, survey data on migrants' educational qualifications or labour market outcomes. But migrants may impart another, less directly measurable, benefit. Through their ability to speak languages, navigate legal systems, and draw on social and commercial networks in their origin countries, migrants may be able to reduce barriers to international trade. The same reasoning applies to New Zealanders overseas. Migrants and the diaspora may together increase New Zealand's links with global markets.
In this paper, we test whether migration has in fact had this trade-enhancing effect. We test whether, all else equal, countries with larger stocks of migrants (whether overseas-born in New
Zealand or New Zealand-born overseas) have more international trade with New Zealand. We consider merchandise exports and imports, and also tourism. Our models control for standard determinants of trade that might be confounded with migration, such as the size of the economy or the distance to New Zealand. By applying panel data techniques, we also control for unobserved permanent characteristics of countries, and global trends that might stimulate both migration and trade. A further refinement is that we allow for the fact that some countries do not trade with New Zealand at all.
We find that migration does indeed boost trade. The effect on merchandise imports is larger than the effect on merchandise exports. The effect is also larger for countries that are more difficult 
Trends in migration and trade
Between 1981 and 2006 the number of overseas-born people usually resident in New Zealand rose from approximately 450,000 to 920,000, an increase of more than 100%.
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As Table 1 shows, the sources of migrants also became more diverse, with particularly large increases in migrants from Asia and Africa. The data in Table 1 suggest that New Zealand is developing migrant communities from an increasingly wide variety of countries. For instance, the number of countries for which New Zealand had at least one thousand migrants increased from 28 in 1981
to 55 in 2006, and the number of countries for which New Zealand had at least 10 thousand migrants increased from 5 to 16.
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The dramatic changes in New Zealand's migrant population followed from changes in immigration policy. From the mid-1980s official preferences for -traditional‖ migrant sources were ended, and decisions were based mostly on personal characteristics such as qualifications and age (Goodwin, Bedford and Lidgard 1998) . This provides partial reassurance that migration was not responding to trade per se, which would bias upwards our estimates of the effect of migration on trade. 4 The number of New Zealand-born living outside the country, while not as large as the number of overseas-born living in the country, was just over half a million (or approximately 15% of the global New Zealand-born population) in 2000. A potentially important difference between New Zealand's diaspora and migrant stocks is that the diaspora are relatively more concentrated in a small number of English speaking countries. Indeed, in 2000 the number of countries for which New Zealand had diaspora greater than one thousand was 19. In only 4 of those countries was the diaspora greater than ten thousand.
New Zealand's imports and exports have also grown substantially over the period . To calculate these figures we assumed that census respondents whose birthplace was unspecified or undefined had the same probability of being foreign-born as respondents who did have a clear birthplace. 3 Bryant and Law (2004) contains a more detailed analysis of trends in New Zealand's foreign-born population between 1981 and 2001. 4 For more discussion on the direction of causation between migration and trade see Gould (1994: 310 
Mechanisms through which migrants could stimulate trade
Following Gould (1994) , most authors postulate two mechanisms through which migration could stimulate trade between the host and origin countries: -transaction cost‖ effects, and -immigrant preference‖ effects.
Transaction cost effects
Migrants are expected to stimulate trade by lowering transaction costs. There are two related sets of reasons why immigrants might face lower transaction costs for trade with their country of origin. The first is that immigrants have superior knowledge of home country markets, languages, business practices, laws, and other matters related to trade. The second is that migrants may be able to participate in international networks, as exemplified by the networks of ethnic Chinese (Rauch and Trindade 2002) . These networks can be conduits of information, and can deter opportunistic behaviour.
Transaction cost effects are generally expected to stimulate both exports and imports. Most authors argue that migrants' informational advantages are more important for differentiated goods than for homogenous goods, because of the greater information problems involved in the trade of differentiated goods. Most authors also argue that the trade-stimulating effect of migration is greatest when the host and origin countries have very different institutions, languages and cultures, and when alternative sources of information and contract enforcement are lacking, since this is when the special skills of migrants are most needed.
Immigrant preference effects
Immigrants are assumed to demand certain goods produced in their home countries, or similar to those produced in their home countries. These preferences are expected to boost imports to the host country but not exports from the host country. The effect is assumed to be more marked for differentiated goods than for homogenous goods. Some authors note that there may be a countervailing -immigrant substitution‖ effect. If there are sufficient immigrants in a country, these immigrants may begin to produce goods themselves rather than importing them (Dunlevy and Hutchison 1999, Girma and Yu 2002) .
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Literature Review
A growing number of studies have examined the effects of immigration on trade flows since the pioneering studies of Gould (1994) and Head and Ries (1998) . Apart from Blanes (2005) and Blanes and Martín-Montaner (2006) who use an intra-industry-trade index as their dependent variable, all of these studies have used a gravity model, and have found a positive relationship between immigration and trade regardless of the different samples, specifications, and estimation methods used in them. However, the estimated magnitude of the elasticity of trade with respect to immigration differs greatly across these studies. Hong and Santhapparaj (2006), and White (2007a) . Some studies use data from a single period, while others use time series techniques to combine data from several periods.
As is apparent from Table 2 , the estimated magnitude of the immigration effect differs greatly across studies. If we focus on the studies that use country-level data, we observe that the immigrant elasticity of export ranges from 0.02 (Gould (1994) ) to 0.57 (White (2007a) ),
implying that a 10% increase in migration leads to between 0.2% and 5.7% in exports.
Similarly, the import elasticity ranges from 0.01 (Gould (1994) ) to 0.88 (Hong and Santhapparaj (2006) ), implying that a 10% increase in migration leads to between 0.1% and 8.8% increase in imports This variation is quite large, and can be due to the estimation technique (cross-section as opposed to panel estimation, for example), differences in specification, and samples. It is also interesting that the effect of migrants is not found to be consistently higher for imports than for exports, suggesting that the immigrant preference effects may not be as important as the transaction cost effects of immigrants in many cases. Although different types of commodities (differentiated, homogeneous, consumer, producer, cultural) have been considered in the studies summarised in Table 2 , none have looked at trade in services. In fact, we know of no studies that have looked at the effect of migrant stocks on exports of services, such as tourism, even though migration could plausibly lower transactions costs for trade in services in the same way that it lowers costs for trade in goods.
The gravity model
It is not surprising that the previous studies have used a gravity model for the specification of their models. The gravity model is one of the most commonly used specifications in empirical trade research, and has been accepted as being ‗extremely successful empirically,' in their ability to explain variance in bilateral trade volumes (Deardoff 1984) . Leamer and Levinsohn (1995) state that gravity models ‗have produced some of the clearest and most robust empirical findings in economics.'
The basic idea behind the gravity model comes from the gravity theory in physics. Newton's law of universal gravitation states the gravitational attraction between two bodies is proportional to the product of their masses and inversely proportional to the square of the distance between them. In trade models, the physical bodies are the exporting and importing countries, and their -mass‖ is their economic mass. In other words, the idea is that the bigger the sizes of the economies, the bigger the trade, and the greater the distance, the lower the trade. Thus, the basic gravity model can be written as
where m ij is the level of trade (exports, imports, or total trade) between countries i and j, E i is the economic mass of country i, D ij is the distance between i and j, and G is the gravitational constant. This can be expressed in logarithmic form as
which can be viewed as
From an econometric point of view, this is a very simple specification where the parameter β 1 is the elasticity of trade with respect to the mass of the countries. In empirical trade models, the economic mass is typically proxied by the GDP (or some function of it) of the countries. It is also most common to extend the basic equation by including a number of factors that potentially facilitate or inhibit trade, such as cultural, geographical, and political characteristics. Such extended models are referred to as the ‗augmented' gravity models. Although the gravity model has had a huge empirical success for a long time, a theoretical foundation in economics was not provided until Anderson (1979) derived the gravity equation from a model that assumed product differentiation. Bergstrand (1985 Bergstrand ( , 1989 then associated the gravity equation with simple monopolistic competition. Helpman and Krugman (1985) justified the gravity model in a differentiated product framework with increasing returns to scale. Deardoff (1998) has shown that the gravity model characterizes many models and can be justified from standard trade theories. Anderson and van Wincoop (2003) derived an operational gravity model from a CES expenditure system. Helpman et al. (2008) has recently generalized their model by accounting for firm heterogeneity and fixed trade costs, and also for asymmetries between the volume of exports from j to i and the volume of exports from i to j.
The problem of zero trade
The standard approach to estimating the gravity model is to use the log-linear model in (3).
Although this is very simple to implement, trade data often contain observations with zero trade which creates a problem since the logarithm of zero is not defined. Because the proportion of observations with zero trade is often quite significant, the way these zeros are handled is very important.
The elementary approach to handle the presence of zero trade is simply to discard such observations and use only the observations with a positive level of trade. Although this induces a sample selection bias if the zeros are not randomly distributed, many studies in Table 2 use this approach. (For example, Gould (1994) , Helliwell (1997) , Girma and Yu (2002) , Mundra (2005) , Hong and Santhapparaj (2006) , White (2007b) , and Bandyopadhyay (2008) .)
A second approach is to add a constant factor, usually 1, to the volume of trade before taking its logarithm. Dunlevy and Hutchinson (1999, 2001 ), Dunlevy (2006) , and Combes et al. (2005) use this approach. This is justified on the grounds that ln(1+trade)≈ln(trade) for large values of trade, and ln(1+trade)≈trade for small values of trade, approximating the semi-log Tobit relationship (Eichengreen and Irwin (1995) ). Although this fixes the problem and allows estimation of (3) in a simple fashion, this procedure will generally lead to inconsistent estimators of the parameters of interest (Silva and Tenreyno (2006) ). It also makes the results sensitive to the units in which the volume of trade is measured (Head and Ries (1998) ).
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A third approach is to treat zero trade as a corner solution and use a Tobit estimation procedure.
Head and Ries (1998), Rauch and Trindade (2002) , White (2007a) , White (2008a, and 2008b ) use this approach. Although the Tobit estimator deals with zero trade in a satisfactory way from an econometric point of view, it is very questionable in the presence of heteroskedastic or non-normal residuals as the MLE Tobit estimator is inconsistent in these circumstances.
Another approach is to treat the occurrence of zero trade as non-random and use a Heckman-type sample selection model. In this approach, a country's decision to trade with a potential trade partner is explicitly modeled, allowing one to estimate the probability of countries to trade. (Heckman (1979.) Wagner, Head, and Ries (2002) is the only study in Table 2 where a Heckman procedure is used. Helpman et al. (2008) have recently proposed a theoretical model that yields a generalized gravity equation that accounts for self-selection into export markets, and have suggested estimating the gravity equation with a correction for the probability of countries to trade.
Another approach that is capable of dealing with zero trade is the Poisson Pseudo-Maximum Likelihood (PPML) estimator suggested by Silva and Tenreyno (2006) . They propose estimating the gravity equation directly from its non-linear form by using an exponential regression function. This removes the need to linearise the model by taking logarithms, eliminating the problem of zero trade.
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Methodology
Our approach, like previous econometric tests of the effect of migration on trade, is based on a gravity model of trade. Let m i be the value of New Zealand's imports from country i (or New Zealand's exports to country i). If we define the product of the economic mass of countries i and j, E i E j in equation (3), as the GDP of country i multiplied by New Zealand GDP as a fraction of world GDP, and denote it Y i , we can rewrite equation (3) 
where D i is the distance between New Zealand and country i. As explained in Section 4, it is common to -augment‖ the gravity model by including factors such as oil prices, real exchange rates, common languages, common borders, membership of trade blocs, and colonial ties. If we let X i denote all such factors, together with lnD i and lnY i , equation (4) can be expressed as 0 ln .
For studies of migration and trade, the key variable in i X is one measuring the number of migrants from each potential trading partner living in the country of interest. We also include a variable measuring the number of New Zealanders living in each potential trade partner country (our diaspora). The only other study we are aware of that has attempted to include such a variable is one on overseas Chinese (Rauch and Trindade, 2002) .
Unobserved heterogeneity
The variables available to us cannot capture all influences on New Zealand's trade. In other words, there is likely to be unobserved heterogeneity across our sample. Applying ordinary cross-sectional techniques in the presence of unobserved heterogeneity can lead to incorrect standard errors and biased coefficient estimates.
Use of panel data, however, permits models of the form ln ,
where the subscript refers to country i as before, t refers to year t, i is an unobserved countryspecific effect that represents the permanent cross-country heterogeneity, t captures yearspecific effects, and u it is a time-varying idiosyncratic error.
If the i are assumed to be uncorrelated with the explanatory variables, then Equation (6) can be estimated using a Random Effects approach. The assumption of zero correlation is, however, difficult to justify in our case. No such assumption is required under a Fixed Effects approach.
Under Fixed Effects, however, it is not possible to obtain coefficients for variables that are constant over time, such as Language.
Previous econometric studies of migration and trade have used either ordinary cross-sectional techniques or Fixed Effects. There is, however, an alternative approach, referred to as Correlated Random Effects, that avoids the zero-correlation assumption and allows the inclusion of variables that are fixed over time. Under Correlated Random Effects, the correlation between the country-specific fixed effect i and the explanatory variables is explicitly modeled using the expression 1 1 2 2 ...
where the i λ are vectors of -projection coefficients‖ and i is a true random effect that is uncorrelated with the explanatory variables. We assign the same weight to all time periods, so that 1 2 ...
and
so that the country-specific effects are determined by time averages ( i X ). Substituting this expression into Equation (6) (and absorbing T , a constant, into λ ) gives
16 which can be estimated using Random Effects.
Selection bias
Equation 10 does not allow for zero trade. In practice, however, 28% of our observations for imports are zeros, as are 19% of our observations for exports. Following previous studies of migration and trade, we interpret the zeros to mean that observed trade values emerge from a two-step process. Countries in effect decide whether to trade, and then decide how much to trade (Head and Ries 1998; Dunlevy and Hutchinson 1999: fn20; Wagner, Head, and Ries 2002: 518) .
We adopt a Heckman (1979) selection model:
We assume that Where selection models have been applied, it has been in a cross-sectional rather than panel context. (The studies that estimated gravity models in the wider international trade literature applied pooled cross-section techniques even when they were using panel data.)
We carried out the estimation of Equations (11) and (12) Finally, following previous studies, we use the logs of migrant stocks in X . In some cases, however, migrants equals zero, meaning that the log is undefined. Simply omitting these cases could potentially create a selection bias. We therefore adopted the approach used by Wagner, Head, and Ries (2002) and included a dummy variable Zero Migrants. When there was a positive number of migrants, we set Zero Migrants equal to 0. When there were no migrants we set Zero Migrants equal to 1 and set the log Migrants variable equal to 0. The Diaspora variable raised the same problem, and we applied the same solution.
Data
We have assembled data for a large panel of more than 190 countries on average for the years 1981 to 2006. As discussed, the reason for assembling a large panel dataset is to address problems of unobserved heterogeneity and selection bias.
Data on imports and exports come from the United Nations Statistics Division's Comtrade Database. The UN obtains estimates of New Zealand imports and exports from Statistics New Zealand. We treat the data as complete. If no trade is reported between New Zealand and a given country in a given year, we assume that the true value for that year was zero.
Estimates of the foreign-born population in New Zealand come from Statistics New Zealand and are based on data from the 1981, 1986, 1991, 1996, 2001 and 2006 Censuses. To calculate exact values for the inter-censal years it would be necessary to have data on deaths and international movements by place of birth, which are not available. Therefore, we have interpolated migrant numbers in inter-censal years. Data on short term visitor flows by country (our proxy for tourism exports) are also available from Statistics New Zealand and can be disaggregated by reason for visit. These data are annual.
Data on the New Zealand diaspora come from the Global Migrant Origin Database. Table 3 summarises the variables. 
Variables
Results
All results presented throughout this section are generated using Correlated Random Effects models. Year and country specific effects are included in all specifications. We do not, however, present the coefficients for these. We use one and two stars (*) to denote significance at the 5% and 1% level respectively, and a dagger ( †) to denote significance at the 10% level.
Merchandise Trade
Exports Table 4 gives results for merchandise trade. In the selection equation for exports the estimated coefficients on Mass and Population are both positive and statistically significant at conventional levels, indicating that, all else equal, higher values for these variables imply a higher probability that trade between New Zealand and a given country takes place. As this is a probit model, however, the size of the increment in the probability depends on the country's characteristics.
The estimated coefficients on Distance, the Real Exchange Rate and the Non-English dummy are all negative and statistically significant indicating that, all else equal, New Zealand is less likely to trade with countries that are further away, have higher real exchange rates, and predominantly use a language other than English. The coefficient estimates on Migrants and Diaspora, the variables of most interest to us in this study, are both positive and significant. The estimated coefficient on Migrants implies that on average a 1% increase in the stock of migrants from a given country would result in an increase in exports to that country of around 0.06%. The Diaspora variable, however, is not statistically significant.
Imports
In the selection equation for imports the estimated coefficient on Migrants suggests that increasing the number of migrants from a given country will, all else equal, increase the probability that New Zealand imports from that country. Increasing our diaspora in a particular country however does not appear to affect the probability that New Zealand imports from that country.
In the trade equation for imports the estimated coefficient on Migrants is highly significant and implies that, on average, a 1% increase in the stock of migrants from a given country would result in an increase in imports from that country of around 0.19%. The diaspora are also important for New Zealand's imports. On average, a 1% increase in our diaspora in a given country would result in an increase in imports from that country of around 0.10%. 
Trade in tourism
Previous studies of the effect of migration on trade have looked exclusively at merchandise trade. In this section we examine the effect of migrants and diaspora on an important component of the international services trade: tourism.
Ideally, for our dependant variables we would like to use data on expenditure by overseas visitors in New Zealand (tourism exports) and by New Zealanders in the countries they choose to visit (tourism imports). Unfortunately, such data are only available for a small subset of countries.
Comprehensive data are, however, available on the number of overseas visitors arriving in New
Zealand from each country and the numbers of New Zealanders visiting each country. Further, this data can be disaggregated by purpose of visit. We therefore use short term visitor numbers for the purpose of -tourism/holiday‖ to proxy for tourism export and import expenditures. Most visits to New Zealand are for tourism or similar purposes.
Results are presented in Table 5 . It appears that both migrants and the diaspora have a strong positive effect on the exports and imports of tourism. Indeed the coefficient estimates for both variables in the trade equations are much higher than the corresponding results for merchandise
trade. Appendix Table 1 shows similar results for total arrivals and departures. 
Extensions
In this section we extend our model in several ways. Theory suggests, and empirical studies largely confirm, that the effect of migration on trade varies with the goods being traded and the countries involved. We examine this for the case of New Zealand by re-estimating our results for merchandise trade using imports excluding oil, on the grounds that imports are channelled through a few large companies, and also because petroleum products are homogeneous goods which pose fewer of the transactional difficulties that migrants are expected to alleviate. Our expectation is that the coefficients on the Migrants and Diaspora variables should be larger in the specifications excluding oil than they are in the benchmark specifications.
Results are shown in Table 6 . In particular we present in this table coefficient estimates on our
Migrants and Diaspora variables from the various trade equations we obtain (when we adjust either our sample or model) for easy comparison. The first row of the table (benchmark results) gives the coefficient estimates on the Migrants and Diaspora variables from Table 4 . There appears evidence to suggest that migrants do indeed have a stronger effect on trade the more differentiated the goods traded are. The full set of results is available as Appendix Table 2 . As with previous studies, we also hypothesise that migrants have a stronger effect on trade when they come from a non-English-speaking country, because the migrants' language skills are then needed, and because language proxies for cultural and institutional differences from New Zealand. Similarly, our hypothesis would be that our diaspora has a stronger effect on trade when they are located in non-English speaking countries for the same reasons. We test for such effects by interacting our Migrants and Diaspora variables with our language variable.
Again results are presented in Table 6 . There is evidence that migrants from (and our diaspora in) non-English speaking countries do indeed have a stronger effect on trade than their counterparts from (in) English speaking countries. In three out of four cases the estimated coefficient on the migrant variables is higher in the non-English than English case. The full set of results is available as Appendix Table 3 .
We also hypothesise that migrants have a stronger effect when they come from a low-income country (having controlled for the size of the countries' GDPs), since low income proxies for cultural and institutional differences, and for difficulties in obtaining information and enforcing contracts. By the same reasoning we also expect our diaspora to have a stronger effect on trade when they are located in a low-income country. We test for this by interacting our Migrants and Diaspora variables with a low-income variable. Table 6 shows there is evidence to suggest our hypothesis holds for migrants. In the case of our diaspora however results suggest the opposite -that our diaspora actually may have a greater effect on trade when they are located in high-income countries. We suspect, however, that this may be a statistical artefact. The diaspora variable contains much larger measurement errors for low-income countries, because of the poor quality of these countries' data on foreign born. (This problem does not affect the migrant variable, because data for all countries come from the New Zealand census.) The full set of results is available as Appendix Table 4 .
We examine how the size of the number of migrants and diaspora affects the elasticity of trade with respect to migration. We do this by adding the square of our Migrants and Diaspora variables to the regressions. This is equivalent to assuming that the elasticity of trade with respect to migration declines linearly with the log of the number of migrants; that is. the idea being tested here is whether there are diminishing returns for trade as the level of migrants rises. Table 6 shows mixed results for diminishing returns to trade from migrants and diaspora. The full set of results is available as Appendix Table 5 .
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Finally, we examine how the trade retarding effects of distance have changed over time. We do this by interacting each of our year effects (time dummies) with distance. Figure 1 shows how the coefficient on distance in our trade equations for merchandise trade varies between 1981 and
2006. It appears as though the effect of distance on exports has remained relatively constant over time while the negative effect of distance on imports has actually declined. It is also interesting to note that the effect of distance on imports is consistently less than exports over the entire period. 
Discussion
It is plausible that the international exchange of people would facilitate the international exchange of goods and services. Subjecting this idea to formal testing is, however, difficult.
There are many factors, ranging from technological change to colonial links to macroeconomic conditions, that affect both migration and trade and hence obscure the causal relationship between them. In this paper, we have taken numerous measures to mitigate confounding effects from other variables. We have controlled for observable determinants of trade and migration, In our benchmark specification, merchandise exports from and merchandise imports to New
Zealand both have a statistically significant relationship numbers of migrants in New Zealand, and (at least for imports) with numbers of New Zealanders overseas. Migration does seem to stimulate trade. Based on our results, if New Zealand receives 10 percent more migrants from a particularly country, New Zealand's exports to that country grow by 0.6 percent, and New
Zealand imports from that country grow by 1.9 percent. These estimates fall within the range obtained in overseas studies.
Our results suggest that migration stimulates imports more than exports. Some overseas studies have also found a stronger effect for imports than for exports, but others have obtained the opposite result. The variability in research findings may reflect varying success in overcoming methodological problems. It may also reflect genuine cross-country differences in the goods being imported and exported. Perhaps the types of goods that New Zealand imports involve greater information problems of the sort solved by migrants than the types of goods that New Zealand exports. Further research on this subject would yield insights on the mechanisms through which migration affects trade. It might also provide hints on how migrants' contribution to exports could be increased.
Consistent with previous literature on migration and trade, we find that the effects of migration are more pronounced for developing countries and for differentiated (in our case, non-oil)
products. These are attractive properties. The economies of developing countries have been growing faster than those of rich countries, making them valuable markets to have access to. As commentators have noted for decades, New Zealand needs to increase its ability to export differentiated products, rather than commodities.
A novel feature of our modeling is that, as well as overseas-born people in New Zealand (the Migrant variable), we include New Zealand-born people overseas (the Diaspora variable.) The estimated coefficients for the Migrant variable are typically higher than those for the Diaspora variable. Taken at face value, this implies that a one percent increase in migrants to New Zealand would have a greater impact on trade than a one percent increase in migrants from New Zealand.
However, the differences may just may just be a statistical artifact of differences in the quality of the data. In contrast to the data for the Migrant variable, the data for the Diaspora variable contain substantial measurement error and refer to a single point in time. Nevertheless, even if the coefficients on Migration and Diaspora were equal, other results from our analysis would still imply that the current population of overseas-born people in New Zealand had a greater tradeenhancing effect than the current population of New Zealanders overseas. Consistent with previous studies, we find that the effect of migration is strongest when the trade partner is a developing country or a country in which English is not the dominant language. Many migrants to New Zealand come from such countries. In contrast, most migrants from New Zealand go to a small number of wealthy English-speaking countries, with a full three-quarters in Australia. The differences in geographical distribution imply that New Zealand's foreign-born residents stimulate more trade than New Zealand's diaspora.
Another innovation in our analysis is that we examine the effect of migration on tourism. We find that the effect on tourism is several times stronger than the effect on merchandise trade.
Tourism is a vital industry for New Zealand, to the extent that the current Prime Minister is also 
Appendix Tables
Appendix Table 1 Notes -For definitions of the variables refer to Table 3 . Year and country specific effects are included in all regressions. Dependant variables are in 2006 New Zealand dollars. Standard errors are in parenthesis. Two stars (**) indicates that the coefficient is significantly different from zero at the 1% significance level, one star (*) indicates that it is significant at the 5% level, and a dagger ( †) indicates that it is significant at the 10% level. Notes -For definitions of the variables refer to Table 3 . Year and country specific effects are included in all regressions. Dependant variables are in 2006 New Zealand dollars. Standard errors are in parenthesis. Two stars (**) indicates that the coefficient is significantly different from zero at the 1% significance level, one star (*) indicates that it is significant at the 5% level, and a dagger ( †) indicates that it is significant at the 10% level.
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